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March 19, 2004

Case 2004-00091

FEDERAL EXPRESS
Mr. Thomas M. Dorman
Executive Director REc}gﬂx\,ED
Public Service Commission of Kentucky oA
o i}l ‘?0

211 Sower Boulevard wer e c
Frankfort, Kentucky 40601 ANy

rankfort, Kentucky '\gg&‘* !z&\o“

Re:  Application of Kenergy Corp. for
Authorization to Borrow $6,281,789
From CoBank and Execute Necessary
Note and to Prepay Rural Utilities Service
5% Notes of the Same Amount

Dear Mr. Dorman:

We enclose for filing the original and 10 copies of application pertaining

to the above. Please notify the undersigned of the case number when it has been assigned.

The fixed rate being offered by lender CoBank expires on April 9,2004.

Accordingly we request expedited handling of this application so that we may have
Commission approval prior to that date.

FNKJr/cds
Encls.

Thank you for your assistance in this matter.

Very truly yours,

DORSEY, KING, GRAY, NORMENT & HOPGOOD

Q N
By >

Frank N. King, Jr.,
Attorney for Kenergy Corp.

COPY/w/o/encls.: Kenergy Corp.



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of: % m o WWJ ED
APPLICATION OF KENERGY CORP. ) i % o n 2004
FOR AUTHORIZATION TO BORROW ) -~ ERVICE
$6,281,789 FROM COBANK AND ) B ARAISSION
EXECUTE NECESSARY NOTES AND TO ) CASE NO. 2004-00091
PREPAY RURAL UTILITIES SERVICE 5% )
NOTES OF THE SAME AMOUNT )

APPLICATION

Kenergy Corp. (“Kenergy”) respectfully submits this application seeking expedited
approval (in order to close by April 9, 2004) of long-term refinancing, pursuant to KRS 278.300.
The petition respectfully shows;

1. Kenergy is a nonprofit electric cooperative organized under KRS Chapter 279 and
is engaged in the business of distributing retail electric power to member customers in the
Kentucky counties of Breckenridge, Caldwell, Crittenden, Daviess, Hancock, Henderson,
Hopkins, Livingston, Lyon, McLean, Muhlenberg, Ohio, Union and Webster.

2. Kenergy’s post office address is Post Office Box 18, Henderson, Kentucky
42419-0018.

3. The current Articles of Consolidation are filed in Case No. 99-136.

4. As of February 29, 2004, Kenergy serves 52,441 member-customers. It has 6,811
miles of distribution lines in its fourteen county service territory, and owns additional facilities
necessary to support this distribution system. The total original cost of these distribution lines

and additional facilities as of February 29, 2004 is $194,461,401.



5. The financial exhibit, as required by 807 KAR 5:001, Section 11(2)(a) is attached
as Exhibit 1 of this application.

6. Kenergy is not seeking authorization to issue any kinds of stock as part of this
application.

7. Kenergy seeks to borrow from CoBank a total of $6,281,789 and
execute four notes in conjunction with this borrowing from CoBank at fixed interest rates of
4.64%, 4.77%, 4.89%, and 4.97%. The CoBank loans will be for 11, 12, 13, and 14 year periods
and will equal the average life of the debt being refinanced. A copy of the approval letter from
CoBank is attached in Exhibit 2 of this application. The CoBank loan is secured under the
provisions of the Restated Mortgage and Security Agreement, filed in Case No. 99-497.

8. Kenergy expects the actual payoff to be very close to the
$6,281,789. Kenergy proposes to adjust any difference through the line of credit agreement with
CoBank, which will allow the notes with CoBank to stay at $6,281,789.

9. Kenergy will have the ability to convert the interest rate from fixed to
variable or variable to fixed during the term of the loans under Section 12(a) of the Master Loan
Agreement with CoBank entitled “Broken Funding Surcharge”. The surcharge would be an
amount equal to the sum of: (a) the present value of any funding losses imputed by CoBank to
have been incurred as a result of such payment, conversion or failure; plus (b) a fee in an amount
equal to 2 of 1% of the amount repaid, converted or borrowed.

10. Kenergy will use the proceeds from the CoBank loan to prepay notes
of the same amount outstanding to Rural Utilities Service (“RUS”). The notes being prepaid are

listed in the CoBank proposal in Exhibit 2.



11. RUS has given notice to cooperatives that this type of refinancing is allowed
under the Restated Mortgage and Security Agreement filed in Case No. 99-497.

12. The mortgages of Kenergy are listed in Exhibit 1, Attachment A, of
this application.

13. As no property is being acquired in conjunction with this financing,

807 KAR 5:001, Section 11(2)(c) is not applicable.

12. Additional information in support of this application is included in attached
Exhibit 2, including net present value analysis of the cash flows over the life of the loan. The
nominal dollar savings are $473,026, with a present value of $270,015 discounted at the fixed
interest rates of the four notes.

WHEREFORE, Kenergy asks that the Commission issue an Order authorizing Kenergy
to execute and issue evidences of indebtedness as security for the CoBank loan described herein,

and for any other relief to which it may be entitled.
DATED at Henderson, Kentucky, this 18th day of March, 2004.

DORSEY, KING, GRAY, NORMENT & HOPGOOD
Attorneys for Applicant

318 Second Street

Henderson, Kentucky 42420

Phone: (270) 826-3965

FAX: (270) 816-6672

-~
// .

-

By: < /Lﬂ/l/‘»/ét. A ; /\\\ '

" Frank N. King, Jr. WA,) \
\




VERIFICATION

The undersigned, Dean Stanley, being first duly sworn states that he is the
President and Chief Executive Officer of Kenergy Corp.; that he has personal knowledge
of the matters set forth in the foregoing application; and that the statements contained

therein are true and correct to the best of his knowledge, information, and belief.

Dean Stanley

STATE OF KENTUCKY

COUNTY OF HENDERSON

Subscribed, sworn to, and acknowledged before me by Dean Stanley this /5 74
day of March, 2004.

My commission expires May 24, 2007.

Qo> ¥yt

Notary Public, State of KY at Large

(seal)



KENERGY CORP.
CASE NO.

INDEX OF EXHIBITS TO APPLICATION

FINANCIAL EXHIBIT — 807 KAR 5:001, SECTION 6

Exhibit 1 — Attachment A .........cceeevieeeiereiee, Notes Executed
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Exhibit 1 — Attachment C ............cccooieiiiiiin, Financial & Statistical Report

SUPPLEMENTAL INFORMATION
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APPLICATION OF KENERGY CORP.
EXHIBIT 1

FINANCIAL EXHIBIT —- 807 KAR 5:001, SECTION 6

Unless otherwise noted, the financial information contained in this Exhibit is for the twelve
months ending or as of February 29, 2004, which is within the 90 day requirement of 807 KAR

5:001, Section 6.

Section 6(1) Kenergy has no stock authorized.

Section 6(2) Kenergy has no stock issued or outstanding.

Section 6(3) Kenergy has no preferred stock issued.

Section 6(4) All of Kenergy’s loans with the RUS, CoBank and CFC are secured by the

Restated Mortgage and Security Agreement (“Restated Mortgage™), which
was executed on September 1, 1999. A copy of the Restated Mortgage
was filed in Case No. 99-497. Kenergy is the mortgagor, while the RUS,
CoBank and CFC are the mortgagees. The total debt limit is
$250,000,000. The current actual indebtedness is shown as Attachment A,

pages 1 — 3 of Exhibit 1. There are no sinking fund provisions contained

in the Restated Mortgage.

Section 6(5) Kenergy has no bonds authorized or issued.

Section 6(6) Attachment A to this Exhibit contains the listing of Kenergy’s total notes
outstanding.

Section 6(7) Kenergy has no other indebtedness.

Section 6(8) As Kenergy has no stock authorized, issued, or outstanding, no dividends

have been paid during the five previous fiscal years.



Section 6(9) Attachments B and C to this Exhibit contain Kenergy’s detailed income

statement and balance sheet.
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EXHIBIT 1

KENERGY
STATEMENT OF OPERATIONS
TWELVE MONTHS
ITEM FEBRUARY 29, 2004
)] (b)

1. Operating Revenue and Patronage Capital..............c............ $279,422,560
2. Power Production EXpense...........ccooooueiioiiiie e

3. Cost of Purchased POWET............oooo oo $253,413,746
4. Transmission EXPeNnSse...........cocvciiiieaaiiiiiiieeescesiiiiee e "

5. Distribution Expense - Operation......................ccccvuuveenenni.... $3,245,768
6. Distribution Expense - Maintenance.........................c.c........... $6,344,659
7. Consumer Accounts EXPense...............uuueeeeeeeceeeaeaaeeeaaanaeeenn $2,472,836
8. Customer Service and Informational Expense...................... $123,940
9. SaAlES EXPENSE.....c.oueiieeeeeeeeeeeee ettt $168,916
10. Administrative and General Expense.............c.oooooeeeeeeen.... $2,438,027
11. Total Operation & Maintenance Expense (2 thru 10)............ $268,207,892
12. Depreciation and Amortization Expense.........c....cccceevvveni... $5,324,493
13. Tax Expense - Property & Gross Receipts................cc..........

14. Tax Expense - Other...........cccocoovviiiiiiiiieeeen $287,988
15. Interest on Long-Term Debt....................coovvvivoiooeenene . $3,286,851
16. Interest Charged to Construction - Credit.............................. ($88,658)
17. Interest Expense - Other.............cccoooumiiiiineiie | $140,162
18. Other Deductions.............ccccovoiiiiiiiiiiiieec reereereend ~ $52,863
19. Total Cost of Electric Service (11 thru 18)............................] $277,211,591
20. Patronage Capital & Operating Margins (1 minus 19)........... $2,210,969
21. Non-Operating Margins - Interest...............cococueecveeeeeeneen.. | $959,420
22. Allowance for Funds Used During Construction................... ) )
23. Income (Loss) from Equity Investments................................ ($1,806)
24. Non-Operating Margins - Other..............ccccoeveveeiiiiieie, ($58,170)
25. Generation and Transmission Capital Credits......................]

26. Other Capital Credits & Patronage Dividends....................... $75,650
27. Extraordinary Items....(See Page 2, PartD)..........................

28. Patronage Capital or Margins (20 thru 26)............................ | $3,186,063

Attachment B
Page 1 of 1






EXHIBIT 1

28. Accumulated Deferred Income Taxes.
29. Total Assets and Other Debits (5+14+25 thru 28)

195,505,760 | 55. Total Contributions in Aid of Construction......

BORROWER DESIGNATION
FINANCIAL AND STATISTICAL REPORT KENERGY
PERIOD ENDED RUS USE ONLY
INSTRUCTIONS - See RUS Bulletin 17178-2 FEBRUARY 29, 2004
PART C. BALANCE SHEET
ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS

1. Total Utility Plant in Service.....................cccccooooveenn... 190,869,208 | 30. Memberships 291,780
2. Construction Work in Progress 3,592,193 31. Patronage Capital 53,967,708
3. Total Utility Plant (142).............cccooeereeereeeeeeereeeeae 194,461,401 | 32. Operating Margins - Prior Years.................... 78,651
4. Accum. Provision for Depreciation and Amort.......... 39,086,833 | 33. Operating Margins - Current Years............... 943,162
5. Net Utility Plant (3-4).... 155,374,568 | 34. Non-Operating Margins 106,320
6. Non-Utility Property (Net)..... 41,280 | 35. Other Margins and Equities 2,325,945
7. Investments in Subsidiary Companies. o 36. Total Margins & Equities (30 thru 35)............. 57,713,566
8. Invest. In Assoc.Org.-Patronage Capital.. 684,311, 37, Long-Term Debt - RUS (Net).............ccccooc.... 82,933,848
9. Invest. In Assoc.Org-Other-General Funds.. . 5,000 (Payments-Unapplied $10,826,490)

10. Invest. in Assoc.Org.-Other-Nongeneral Funds.... 3,812,793 38. Long-Term Debt - RUS - Econ. Devel. (Net) 1,994,873
11. Investments in Economic Development Projects..... 1,994,873 39. Long-Term Debt Other - REA Guaranteed

12, Other INVESIMEeNMS..............c.o.oomiieeeeeee e - 44,183 | 40. Long-Term Debt - Other (Net)..................... 21,652,061
13, Special Funds.............. 1,809,794 | 41. Total Long-Term Debt (37 thru 40)... 106,580,782
14. Total Other Property and Investments (6thru 13)... 8,392,234, 42. Obligations Under Capital Leases -
15. Cash-General Funds............c..co.oooeervereeinrrverureenan. - 297,061 43. Accumulated Operating Provisions................. 3,392,539
16. Cash - Construction Funds - Trustee.......... 44. Total Other Noncurrent Liabilites (42 + 43).... 3,392,539
17. Special Deposits....................... | 45. Notes Payable................ccccocoouneen. 3,753,943
18. Temporary Investments... 2,831,663 | 46. Accounts Payable. 19,482,953
19. Notes Receivable (Net)............................. 47. Consumer Deposits............. 2,356,275
20. Accounts Receivabie - Sales of Energy (Net). 18,341,935 | 48. Other Current and Accrued Liabilities.............. 1,540,294
21. Accounts Receivable - Other (Net)..............cc.co.......... 456,455 439. Total Current & Accrued Liabilities (45 thru 48) 27,133,465
22. Materials and Supplies - Electric and Other.............. N 1,749,515 | 50. Deferred Credits................c.ovoeeeveereceneeerennnn. 685,408
23. Prepayments. 694,919 | 51. Accumulated Deferred Income Taxes..............
24. Other Current and Accrued Assets................. 6,925,629 | 52. Total Liabilities and Other Credits
25. Total Current and Accrued Assets (15 thru 24).......... 31,297,178 (36+41+44+49thru51)...ccvnrceenn. 195,505,760
26. Regulatory Assets........ ESTIMATED CONTRIBUTIONS IN AID OF CONSTRUCTION
27. Other Deferred DEDits.................ccoocrcrr e e 441,780 | 53. Balance Beginning of Year.................o.....

| 54. Amount Received This Year(Net).....................

PART D. NOTES TO FINANCIAL STATEMENTS

(IF ADDITIONAL SPACE IS NEEDED, USE SEPARATE SHEET.)

THIS SPACE BELOW IS PROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL STATEMENT CONTAINED IN THIS REPORT.

RUS Form 7 (Rev. 6-94)

Page 2 of 2 Pages
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EXHIBIT 2

P.O. Box 18 ¢ 6402 Old Corydon Road
Henderson, Kentucky 42419-0018
(270) 826-3991 ¢ FAX (270) 826-3999

(800) 844-4832

KENERGY CORP.
RESOLUTION OF BOARD OF DIRECTORS

REFINANCING OF RURAL UTILITIES SERVICE 5% NOTES

WHEREAS, a refinancing of Rural Utilities Service (RUS) secured debt is permitted under
Article II, Section 2.02 of the RUS mortgage,

WHEREAS, Kenergy Corp. (Kenergy) has approximately $28 million of RUS fixed 5% notes
with maturities ranging from 11 to 31 years,

WHEREAS, in the current interest rate environment it appears that Kenergy will realize a
savings if it replaces said RUS 5% notes with CoBank or CFC notes,

WHEREAS, the interest rate changes daily and the exact date of the loan closing is
undeterminable because Kentucky Public Service Commission (KPSC) approval is required,

NOW THEREFORE BE IT RESOLVED, that Dean Stanley, President/CEQ, is authorized
and directed, on behalf of Kenergy, to seek KPSC approval for refinancing all or a portion of
said RUS 5% notes, as determined by the President/CEO and approved by KPSC.

BE IT FURTHER RESOLVED, that the effective interest rate on these new notes, exclusive
capital credit retirements, shall be 5% or less, the schedule for the new note payments shall be
substantially the same as the current payment schedule, and the stated interest rate shall be fixed
with no interest repricing risk.

I, Debra Hayden, Assistant Corporate Secretary of Kenergy Corp., do hereby certify that
the above is a true and correct copy of a resolution adopted at the meeting of the Board of
Directors of Kenergy Corp. on March 9, 2004, at which a quorum was present and voted.

SEAL /
> Mol

Debra Hayden, Assistant Corporate Secretary

Attachment A
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EXHIBIT 2

900 Circle 75 Parkway

COBANK Suft 1400

L Atlanta, Georgia 30339

Rural America’s Cooperative Banko Phone: (770) 618-3200
(800) 255-7429

Fax:  (770) 618-3202

March 12, 2004

Mr. Dean Stanley
President & CEO
Kenergy Corporation
6402 Old Corydon Road
Henderson, KY 42420

Dear Dean:

The purpose of this letter is to confirm the agreement between CoBANK, ACB ("CoBank") and Kenergy Corporation
(the "Company") regarding the forward setting of a fixed interest rate under a loan to be made on or before April 9,

2004. The terms of our agreement are as follows:

1. Amount to be fixed: $1,491,370.00

2. Fixed Rate: 4.64% per annum.

3. Date fixed rate period commences: March 12, 2004

4. Date forward fixed rate expires: April 9, 2004

5. Date fixed rate period ends: April 20, 2015 (or next business day).

6. Amount to be fixed amortizes over the fixed rate period as follows: Monthly level principal and interest

payments commencing May 20, 2004 and ending on or April 20, 2015.

7. Broken Funding Charge: The Company agrees to pay to CoBank, on demand, a broken funding charge in the
amount specified below if the Company does not, for any reason whatsoever (including, without limitation, the
Company’s failure to satisfy applicable conditions precedent or the underlying loan commitment having been
suspended or canceled), borrow all of the amount to be fixed hereunder on the first day of the fixed rate period.
The broken funding charge shall be in an amount (calculated in accordance with methodology established by
CoBank) equal to the present value of the sum of all losses and expenses incurred by CoBank in retiring,
liquidating, or reallocating any debt, obligation, or cost incurred or allocated by CoBank to fund or hedge the

forward fixed rate.

For our records, please acknowledge our agreement by signing in the space provided below and by returning this
confirmation by facsimile to my attention prior to the close of business today. CoBank's facsimile number is 303-224-

2520.

AGREED AND ACCEPTED as of the date shown
above:

CoBANK, ACB

By: d/(M Efa ‘DUU\ By: AD%&»& M

e \J1c Preq) dont Title: e {)/\M;&.«ﬁl- Froernet,
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EXHIBIT 2

900 Circle 75 Parkway

COBANK
R ——— Atlanta, Georgia 30339

Phone: (770} 618-3200
(800) 255-7429
Fax: (770) 618-3202

Rural America’s Cooperative Banke

March 12, 2004

Mr. Dean Stanley
President & CEO
Kenergy Corporation
6402 Old Corydon Road
Henderson, KY 42420

Dear Dean:

The purpose of this letter is to confirm the agreement between CoBANK, ACB ("CoBank") and Kenergy Corporation
(the "Company") regarding the forward setting of a fixed interest rate under a loan to be made on or before April 9,
2004. The terms of our agreement are as follows:

1. Amount to be fixed: $1,716,790.00

2. Fixed Rate: 4.77% per annum.

3. Date fixed rate period commences: March 12, 2004

4, Date forward fixed rate expires: April 9, 2004

5. Date fixed rate period ends: April 20, 2016 (or next business day).

6. Amount to be fixed amortizes over the fixed rate period as follows: Monthly level principal and interest

payments commencing May 20, 2004 and ending on or April 20, 2016.

7. Broken Funding Charge: The Company agrees to pay to CoBank, on demand, a broken funding charge in the
amount specified below if the Company does not, for any reason whatsoever (including, without limitation, the
Company’s failure to satisfy applicable conditions precedent or the underlying loan commitment having been
suspended or canceled), borrow all of the amount to be fixed hereunder on the first day of the fixed rate period.
The broken funding charge shall be in an amount (calculated in accordance with methodology established by
CoBank) equal to the present value of the sum of all losses and expenses incurred by CoBank in retiring,
liquidating, or reallocating any debt, obligation, or cost incurred or allocated by CoBank to fund or hedge the

forward fixed rate.

For our records, please acknowledge our agreement by signing in the space provided below and by returning this
confirmation by facsimile to my attention prior to the close of business today. CoBank's facsimile number is 303-224-

2520.

AGREED AND ACCEPTED as of the date shown
above:

CoBANK, AC:B
By: @M vjf W By: /%M %W

Title: \/l(,{ ?(Q‘ﬂ} AQV\& Title: V/‘/E/U WW W
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EXHIBIT 2

900 Circle 75 Parkway
ODbANK Suite 1400
————— © Atlanta, Georgia 30339

Phone: (770} 618-3200
(800) 255-7429
Fax: (770) 618-3202

Rural America’s Cooperative Bank.

March 12, 2004

Mr. Dean Stanley
President & CEO
Kenergy Corporation
6402 Old Corydon Road
Henderson, KY 42420

Dear Dean:

The purpose of this letter is to confirm the agreement between CoBANK, ACB ("CoBark") and Kenergy Corporation
(the "Company") regarding the forward setting of a fixed interest rate under a loan to be made on or before April 9,
2004. The terms of our agreement are as follows:

1. Amount to be fixed: $1,118,748.00

2. Fixed Rate: 4.89% per annum.

3. Date fixed rate period commences: March 12, 2004

4, Date forward fixed rate expires: April 9, 2004

5. Date fixed rate period ends: April 20, 2017 (or next business day).

6. Amount to be fixed amoﬁizes over the fixed rate period as follows: Monthly level principal and interest

payments commencing May 20, 2004 and ending on or April 20, 2017.

7. Broken Funding Charge: The Company agrees to pay to CoBank, on demand, a broken funding charge in the
amount specified below if the Company does not, for any reason whatsoever (including, without limitation, the
Company’s failure to satisfy applicable conditions precedent or the underlying loan commitment having been
suspended or canceled), borrow all of the amount to be fixed hereunder on the first day of the fixed rate period.
The broken funding charge shall be in an amount (calculated in accordance with methodology established by
CoBank) equal to the present value of the sum of all losses and expenses incurred by CoBank in retiring,
liquidating, or reallocating any debt, obligation, or cost incurred or allocated by CoBank to fund or hedge the

forward fixed rate.

For our records, please acknowledge our agreement by signing in the space provided below and by returning this
confirmation by facsimile to my attention prior to the close of business today. CoBank's facsimile number is 303-224-

2520.

AGREED AND ACCEPTED as of the date shown
above:

CoBANK, ACB
By: G?Kﬂ %@U@O\ By: ’m %%7/@/\ _
Title: \J(LQ e Q‘ﬂ\&@/\* Title: Uafco W FW
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EXHIBIT 2

900 Circle 75 Parkway

COBANK
EEE—— © Atlanta, Georgia 30339

Phone: (770) 618-3200
(800) 255-7429
Fax:  (770) 618-3202

Rural America’s Cooperative Bank.

March 12, 2004

Mr. Dean Stanley
President & CEO
Kenergy Corporation
6402 Old Corydon Road
Henderson, KY 42420

Dear Dean:

The purpose of this letter is to confirm the agreement between CoBANK, ACB ("CoBank") and Kenergy Corporation
(the "Company") regarding the forward setting of a fixed interest rate under a loan to be made on or before April 9,

2004. The terms of our agreement are as follows:

1. Amount to be fixed: $1,954,881.00

2. Fixed Rate: 4.97% per annum.

3. Date fixed rate period commences: March 12, 2004

4. Date forward fixed rate expires: April 9, 2004

5. Date fixed rate period ends: April 20, 2018 (or next business day).

6. Amount to be fixed amortizes over the fixed rate period as follows: Monthly level principal and interest

payments commencing May 20, 2004 and ending on or April 20, 2018.

7. Broken Funding Charge: The Company agrees to pay to CoBank, on demand, a broken funding charge in the
amount specified below if the Company does not, for any reason whatsoever (including, without limitation, the
Company’s failure to satisfy applicable conditions precedent or the underlying loan commitment having been
suspended or canceled), borrow all of the amount to be fixed hereunder on the first day of the fixed rate period.
The broken funding charge shall be in an amount (calculated in accordance with methodology established by
CoBank) equal to the present value of the sum of all losses and expenses incurred by CoBank in retiring,
liquidating, or reallocating any debt, obligation, or cost incurred or allocated by CoBank to fund or hedge the

forward fixed rate.

For our records, please acknowledge our agreement by signing in the space provided below and by returning this
confirmation by facsimile to my attention prior to the close of business today. CoBank's facsimile number is 303-224-

2520.

AGREED AND ACCEPTED as of the date shown
above:

CoBANK, ACE
By: m &DM By: m Z/W/l«\/\

< = —7
Title: \Vie’ Ve dent Title: Veew W Ecrnurt

Attachment B
Page 4 of 27




EXHIBIT 2

COBANK

Rural America’s Cooperative Banke

Attachment B
Page 5 of 27

®



EXHIBIT 2

Kenergy Corporation

RUS Refinancing Term Loan
$6,281,789

March 10, 2004

Table of Contents

Executive Summary

1. Existing RUS Loan Profile & Summary
Analysis

2. CoBank Patronage and Effective Cost of
Borrowing - RUS Notes - $1,491,370

3. CoBank Patronage and Effective Cost of
Borrowing - RUS Notes - $1,716,790

4. CoBank Patronage and Evffective Cost of
Borrowing - RUS Notes - $1,118,748

3. CoBank Patronage and Effective Cost of
Borrowing - RUS Notes - $1,954,881

6. Status Quo Scenario Cost of Borrowing - RUS
Notes

7. Closing Procedures

Attachment B
Page 6 of 27



EXHIBIT 2

Executive Summary

Kenergy Corporation (Kenergy) currently holds approximately $6,281,789 in RUS
debt at an interest rate of 5%, which would qualify for CoBank refinancing at
fixed rates below 5%. CoBank recommends refinancing this amount under four
separate loans in the amounts of $1,491,370, $1,716,790, $1,118,748 and
$1,954,881. The first loan in the amount of $1,491,370 would have a tenor of 11
years and a lifetime fixed rate of 4.64%. The second loan in the amount of
$1,716,790 would have a tenor of 12 years and a lifetime fixed rate of 4.77%. The
third loan in the amount of $1,118,748 would have a tenor of 13 years and a
lifetime fixed rate of 4.89%. The fourth loan in the amount of $1,954,881 would
have a tenor of 14 years and a lifetime fixed rate of 4.97%. At such rates and
tenors, CoBank’s patronage refunds would result in effective rates of
approximately 3.98%, 4.14%, 4.28% and 4.34%, respectively. The total projected
savings for the four loans amounts to $473,026 with a present value of $270,015.
CoBank requests Kenergy’s consideration as lender for these loans.

We have enclosed for your review a profile of existing eligible notes including a
comparison of savings opportunity (Tab 1), an analysis of CoBank’s Patronage
Refunds, Capital Plan and Effective Cost of Borrowing for the $1,491,370 loan
(Tab 2), an analysis of CoBank’s Patronage Refunds, Capital Plan and Effective
Cost of Borrowing for the $1,716,790 loan (Tab 3), an analysis of CoBank’s
Patronage Refunds, Capital Plan and Effective Cost of Borrowing for the
$1,118,748 loan (Tab 4), an analysis of CoBank’s Patronage Refunds, Capital Plan
and Effective Cost of Borrowing for the $1,954,881 loan (Tab 5) and an analysis
of interest cost under an RUS status quo scenario (Tab 6).

This booklet is not a commitment to lend or an offer to make a loan. A
commitment shall be in the form of a loan agreement upon receipt of an
acceptable application, resolution, and other documentation as required by

CoBank. Thank you for your consideration.

Attachment B
Page 70f27 - - - B



EXHIBIT 2

RUS notes proposed for refinancing:

Note # Interest Outstanding Bal. Remaining
Rate (4/30/04) Life (Yrs)
1B320 5.00% $745,685 11.09
1B322 5.00% $745.685 11.09
Subtotal $1,491,370
1B150 5.00% $858,395 11.84
1B152 5.00% $858.395 11.84
Subtotal $1,716,790
1B330 5.00% $547,434 12.84
1B333 5.00% $571,314 12.84
Subtotal $1,118,748
1B160 5.00% $977,440 14.59
1B162 5.00% $977:441 14.59
Subtotal $1,954,881
Totals $6,281,789 56,281,789

CoBank proposes refinancing and consolidating the above RUS notes under four separate
loans as follows:

Loan 1 would be comprised of RUS notes 1B320 and 1B322 totaling $1,491,370, having a
tenor of 11-years and a nominal interest rate of 4.64% (net effective rate of 3.98%).

Loan 2 would be comprised of RUS notes 1B150 and 1B152 totaling $1,716,790, having a
tenor of 12-years and a nominal interest rate of 4.77% (net effective rate of 4.14%).

Loan 3 would be comprised of RUS notes 1B330 and 1B333 totaling $1,118,748, having a
tenor of 13-years and a nominal interest rate of 4.89% (net effective rate of 4.28%).

Loan 4 would be comprised of RUS notes 1B160 and 1B162 totaling $1,954,881, having a
tenor of 14-years and a nominal interest rate of 4.97% (net effective rate of 4.34%).

Interest Savings (over life of notes):

Total Interest Total Interest
RUS @ 5.00% CoBank Total Savings
$2,208,496 $2,104,916 $103,580
CoBank Cash Patronage Refund: $110,834
CoBank Stock Patronage Refund: $258.612
_»,ﬁ.».»-,ATotal;Life‘Time--Benefit:.. S | S *77-7*§4773,02.6,
Attachment B
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EXHIBIT 2

There are no prepayment penalties arising from prepayment of RUS debt. CoBank would
document this transaction using outside counsel to be paid by Kenergy. The estimated cost is
$3,000 and is included in the loan analysis under tab 3 and tab 4 (shown in the line entitled
Estimated Legal Fees). The documentation cost is considered in the effective interest rate

analysis.

Attachment B
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EXHIBIT 2

Refinancing Process

A refinancing of secured debt is permitted under the RUS Mortgage. Included
below is an excerpt from the RUS Mortgage providing for such refinancing.
CoBank can provide electronic copies of all CoBank documents.

The specific steps for refinancing RUS notes are:

1. Provide CoBank with your RUS form 613 (Quarterly RUS Statement of
Loan Account) in order to analyze notes beneficial to refinance.

2. CoBank completes due diligence and provides loan commitment.

3. Provide notice to RUS of prepayment, designating notes to be prepaid and
request for payoff memorandum. This notice must be at least four business
days before the desired pay off date.

e RUS Payoff Information: Direct Loan and Grant Branch (DLGB)
o Telephone: 314-457-4049 or 314-457-4083
o Fax:314-457-4283 or 314-457-4284
o Email: dlgb@stl.rural.usda.gov

* Cash Transmittal Questions: Cash Management Branch (CMB)
o Telephone: 314-457-4021

4. Obtain and forward to CoBank, RUS prepared spreadsheet setting forth
principal and interest to be paid off.

5. Apply and obtain any required regulatory approval as defined by applicable

state.
6. Provide borrowing resolution and return all executed loan documents to

CoBank.
7. Borrower notifies CoBank as to whether prior period amounts due will be
delivered to CoBank or if it will be drawn from borrower’s CoBank line of
credit for final settlement of RUS notes.
Principal balance and interest wired by CoBank to RUS paying off notes.
9. Supplemental mortgages filing complete and opinion of counsel delivered

to CoBank.

o

Excerpt from Article II of the RUS Mortgage

SECTION 2.02. Refunding or Refinancing Notes: The Mortgagor shall also have the right without the
consent of any Mortgagee or any Noteholder to issue Additional Notes for the purpose of refunding or
refinancing any Notes so long as the total amount of outstanding indebtedness evidenced by such
Additional Note or Notes is not greater than 105% of the then outstanding principal balance of the Note
or Notes being refunded or refinanced. PROVIDED, HOWEVER, that the Mortgagor may not exercise
its rights under this Section if an Event of Default has occurred and is continuing, or any event which
with the giving of notice or lapse of time or both would become an Event of Default has occurred and is
continuing. On or before the first advance of proceeds from Notes issued under this section, the
Mortgagor shall notify each Mortgagee of the refunding or refinancing. Additional Notes issued pursuant
to this Section [2.02] will thereupon be secured equally and ratably with the Notes.
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